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by Rep. Jack D. Franks

SYNOPSIS AS INTRODUCED:

See Index

Creates the FY2016 and FY2017 Budget Implementation (Revenue) Act.
Creates the Illinois Business and Economic Development Corporation Act.
Authorizes the Department of Commerce and Economic Opportunity to
incorporate the Illinois Business and Economic Development Corporation as a
not-for-profit corporation. Creates the Health Insurance Claims Assessment
Act. Imposes an assessment of 1% on claims paid by a health insurance
carrier or third-party administrator. Provides that the moneys received and
collected under the Act shall be deposited into the Healthcare Provider
Relief Fund. Repeals the New Markets Development Program Act on July 1,
2016. Amends the Illinois Income Tax Act. Makes changes concerning: the
apportionment of business income for persons other than residents; the
bonus depreciation deduction for property acquired by a small business; the
research and development credit; and transfers into the Local Government
Distributive Fund. Amends the Tax Delinquency Amnesty Act. Provides for an
amnesty period beginning October 1, 2016 and ending November 8, 2016.
Amends the Limited Liability Company Act. Reduces certain fees. Eliminates
stipends for various local and county officers. Amends various Acts to
eliminate compensation and expense reimbursement for certain boards and
commissions. Amends the Use Tax Act, the Service Use Tax Act, the Service
Occupation Tax Act, and the Retailers' Occupation Tax Act. Provides that
the rail carrier and rolling stock exemptions sunset on June 30, 2016.
Makes changes concerning gasohol. Makes changes concerning the Public Aid
Code. Amends the Unified Code of Corrections. Makes changes concerning
staffing. Effective immediately.
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AN ACT concerning budget implementation.

Be it enacted by the People of the State of lllinois,

represented in the General Assembly:

ARTICLE 1. SHORT TITLE; PURPOSE

Section 1-1. Short title. This Act may be cited as the

FY2016 and FY2017 Budget Implementation (Revenue) Act.

Section 1-5. Purpose, It is the purpose of this Act to make
changes in State programs that are necessary to implement the

State's budget for Fiscal Years 2016 and 2017.

ARTICLE 5. ILLINOIS BUSINESS AND ECONOMIC DEVELOPMENT

CORPORATION ACT

Section 5-1. Short title. This Act may be cited as the
Illinois Business and Economic Development Corporation Act.

References in this Article to "this Act" mean this Article.

Section 5-3. Findings. The General Assembly finds that
targeted efforts to promote and foster business growth, job
creation, and tourism are necessary for economic growth in
Illinois to provide more prosperity and opportunities for

Illinois residents. As both the public and private sectors have
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a shared interest in fostering the economic vitality of the
State, it 1s the purpose of this Act to implement economic
development policy in the State by means of collaboration

between the government and a not-for-profit corporation.

Section 5-5. Definitions. For the purposes of this Act:

"Board" means the board of directors of the corporation.

"Chief Executive Officer" means the chief executive
officer of the corporation.

"Conflict party" means a director, officer, or employee of
the corporation; the spouse of a director, officer, or employee
of the corporation; or an immediate family member of a
director, officer, or employee of the corporation residing in
the same residence as the director, officer or employee.

"Corporation" means the Illinois Business and Economic
Development Corporation incorporated Dby the Department
pursuant to Section 5-10.

"Department”" means the Department of Commerce and Economic
Opportunity.

"Director" means the Director of Commerce and Economic

Opportunity.

Section 5-10. Creation of the 1Illinois Business and
Economic Development Corporation.
(a) The General Assembly authorizes the Department, in

accordance with Section 5-10 of the State Agency Entity
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Creation Act, to incorporate the Illinois Business and Economic
Development Corporation as a not-for-profit corporation
pursuant to the General Not For Profit Corporation Act of 1986.

(b) The purpose of the corporation shall be to operate
exclusively for charitable purposes within the government, by
promoting the economic development and well-being of the State.
The corporation shall focus on business development, small and
minority-owned business incubation, trade and investment,
tourism and film. The corporation shall:

(1) develop best practices for economic development in
consultation with the Department;

(2) enter into grant agreements with the Department and
sub-grants with other persons and entities, subject to
Department approval;

(3) maintain and develop economic data and research
that is beneficial to business development in the State;

(4) maintain and develop information about specific
statewide and regional economic incentives and benefits
that may be available to a business to expand within, or
relocate to, the State; and provide such information to
prospective businesses;

(5) formulate and pursue programs and local
partnerships for encouraging the location of new
businesses in the State and for retaining and fostering the
growth of existing businesses;

(6) negotiate tax incentives with private businesses,
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subject to Department approval; and

(7) cooperate with and provide information to State
agencies, local governments, community colleges, and State
universities on economic development matters.

(c) For the purposes described in this Act, the corporation
shall collaborate with the Department; with other State
agencies, authorities, boards, and commissions whose programs
and activities significantly affect economic activity in the
State as appropriate; and with local and regional economic
development organizations, local elected officials,
community-based organizations, service delivery providers, and
other organizations whose programs and activities
significantly affect economic activity. The Department and
each other State agency, authority, board, or commission with
which the corporation seeks to collaborate shall assist the
corporation in carrying out its purposes as directed by the
Governor.

(d) The corporation shall make every effort to focus on
small business development and 1incentives and programs
designed to assist minority-owned and women-owned businesses
and Dbusinesses that will create Jjobs 1in areas with high
unemployment or poverty.

(e) The corporation shall not be considered, in whole or in
part, an agency, political subdivision, or instrumentality of
the State. The corporation shall not exercise any sovereign

power of the State. Employees and officers of the corporation
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shall not be considered employees or officers of the State or
subject to the Personnel Code or other laws applicable to State
employees and officers. The corporation does not have authority
to pledge the credit of the State; the State shall not be
liable for the debts or obligations of the corporation; and all
debts and obligations of the corporation shall be payable
solely from the corporation's funds.

(f) The corporation shall have such powers, rights, and
obligations as are conferred upon a not-for-profit corporation
under the General Not For Profit Corporation Act of 1986,
including to accept grants, loans, or other amounts from the
State, the federal government, or other persons; to enter into
contracts; and to employ personnel and other agents.

(g) The corporation shall be established, maintained, and
operated so that donations and bequests to the corporation
qualify as tax deductible under State income tax laws and
Sections 170(c) (2) and 501 (c) (3) of the Internal Revenue Code.

(h) The articles of incorporation and bylaws of the
corporation shall provide for (1) governance and efficient
management of the corporation, (2) a Dboard of directors
satisfying the requirements of Section 5-15, (3) a conflict of
interest policy satisfying the requirements of Section 5-30,
and (4) financial operations of the corporation, including the
authority to receive and expend funds from public and private
sources and to use its property, money, and other resources for

the purposes of the corporation.
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Section 5-15. Board of directors and Chief Executive
Officer of the corporation.

(a) The affairs of the corporation shall be managed by or
under the direction of the board of directors of the
corporation.

(b) The board shall comprise 16 directors as follows:

(1) The Governor or his or designee shall be a director
ex officio and serve as chairperson of the board.
(2) The Governor shall appoint 11 directors, including

(i) one director with professional experience in finance,

insurance, or investment banking, (ii) one director with

professional experience 1in small business development,

(iii) one director with professional experience in the

tourism or hospitality industry, and (iv) eight directors

who are actively employed in the private, for-profit sector
or who otherwise have substantial experience in economic
development. Of those eight directors described in clause

(iv), there shall be at least one director from each

industry cluster as identified to the Governor by the

Director. Of the 11 directors appointed pursuant to this

paragraph, at least 6 directors shall be representatives of

minority-owned and women-owned businesses.
(3) The Speaker and Minority Leader of the House of

Representatives and the President and Minority Leader of

the Senate each shall appoint one director who is employed
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in, or retired from employment in, a private business,

not-for-profit organization, or academic organization.

(c) To facilitate communication and cooperation between
the corporation and State agencies involved 1in economic
development, the director or head of each of the following
agencies shall serve as a non-voting, non-director member of
the board: Department of Commerce and Economic Opportunity,
Department of Agriculture, Department of Natural Resources,
Department of Financial and Professional Regulation, Illinois
Finance Authority, Department of Revenue, Department of Labor,
Department of Veterans' Affairs, Department of Central
Management Services, Illinois Environmental Protection Agency,
and Department of Employment Security.

(d) Except for the Governor or his or her designee, each
director shall serve a term of three years. The articles of
incorporation or bylaws shall divide the other 15 directors
into three equal classes, with the terms of one class of
directors expiring each year. In the event of a vacancy on the
Board, the Governor shall appoint a replacement member within
60 days. In the event of a position appointed by a legislative
leader, the leader making the original appointment shall fill
the vacancy within 60 days.

(e) The Governor shall select an initial Chief Executive
Officer of the corporation, subject to confirmation by a
majority of members of the board. After the initial Chief

Executive Officer, each subsequent Chief Executive Officer
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shall be selected and confirmed by a majority wvote of the
Board.

(f) The members of the board are prohibited from making any
contributions to any political committee established to

support the Governor or any candidate for Governor.

Section 5-20. Office of Economic Development and Tourism.
Within the Department, there shall be created a new division
called the Office of Economic Development and Tourism for the
purpose of collaborating with the corporation, issuing grants
and transferring funds to the corporation, subject to
appropriation, and being responsible for the following
functions of the Department: business development;
entrepreneurship, innovation, and technology; trade and
investment; and tourism and film. The director of that office

shall report directly to the Director.

Section 5-25. Accountability and transparency.

(a) Within the Office of the Director there is created a
new division called the Office of Accountability and
Transparency. Such division shall be responsible for
monitoring all grants made by the Department; for ensuring
compliance by the Department and its grantees, including the
corporation, with all applicable laws and grant terms and
conditions; and for ensuring transparency in the Department's

grant-making and other activities.
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(b) With respect to any grant agreement entered into

between the corporation and the Department, the corporation

shall comply with the following provisions:

(1) For the purposes of the Freedom of Information Act,
the corporation shall Dbe considered a contractor
performing a governmental function on behalf of the
Department in accordance with subsection (2) of Section 7
of such Act, whether the corporation receives a grant from
or enters into a contract with the Department.

(2) The corporation shall post copies of minutes of its
board meetings on 1its publicly-accessible website. Any
redactions shall be limited to information exempt from
disclosure pursuant to subsection (1) of Section 7 of the
Freedom of Information Act or other applicable law.

(3) The corporation shall post copies of all final
grant agreements and tax incentives on its
publicly-accessible website within 10 business days of the
later of the execution of the final agreement or incentive
or the public announcement of the final agreement or
incentive. Any redactions shall be limited to information
exempt from disclosure pursuant to subsection (1) of
Section 7 of the Freedom of Information Act or other
applicable law.

(4) The corporation shall develop procedures,
standards, and objectives for evaluating all sub-grant

applicants and sub-grants awarded to ensure that State
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funds spent by the corporation and its sub-grantees
optimize return on investment for Illinois taxpayers. Such
procedures, standards, and objectives shall be disclosed
on the corporation's publicly-accessible website.

(5) The corporation shall assess and report its efforts
and results to the public and the Department's Office of
Accountability and Transparency. In addition, the
corporation shall comply with all grant monitoring
procedures issued by the Department for the monitoring of
grants of State and federal funds.

(6) The corporation shall conduct an annual audit
performed by a certified public accountant in accordance
with generally accepted accounting principles. Such audit
shall be filed with the Department's Office of
Accountability and Transparency and made available to the
public.

(7) The corporation shall be subject to bi-annual
audits by the Auditor General.

(8) The corporation shall submit an annual report by
March 31 of each year to the Governor, the General
Assembly, and the Department's Office of Accountability
and Transparency that describes the corporation's
operations and activities during the prior fiscal year,
including: (A) the corporation's complete, audited
financial statements, including a description of the

corporation's financial conditions and operations and a
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detailed account of how private funds were utilized versus
public funds; (B) a listing of all public sources of funds
received by the corporation; (C) a listing of all private
sources of funds received by the corporation; (D) a listing
of all firms and individuals who provided assistance or
resources to the corporation without  compensation,
including the approximate value of the assistance or
resources provided; (E) a description of how the operations
and activities of the corporation serve the interests of
the State and promote economic development; (F) an analysis
of the State's return on investment; and (G) a listing of
all conflicts of interest from directors, officers, and
employees identified in the board meeting minutes.

(9) The corporation shall comply with all applicable
State and federal laws, including all applicable terms of
the Grant Accountability and Transparency Act. For
purposes of the Illinois Grant Funds Recovery Act, all
sub-grants of grant funds made by the corporation shall be
treated as grant funds in accordance with Section 12 of

that Act.

Section 5-30. Conflicts of interest.

(a) In the conduct of their service to the corporation,

directors, officers, and employees of the corporation shall
behave ethically and in the best interests of the State and

avoid actual and potential conflicts of interest.
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(b) The corporation shall adopt and maintain a

comprehensive conflicts of interest policy. Such policy shall

include, without limitation, the following:

(1) Any pecuniary interest held by or for a conflict
party in a grant from or contract with the corporation or a
tax incentive from the Department shall be disclosed in
writing and identified in the minutes of the board. Such
conflict must be disclosed before the approval of any
grant, contract, or incentive.

(2) A conflict party who holds a pecuniary interest in
a grant from or contract with the corporation or a tax
incentive from the Department, or for whom such an interest
is held, shall not participate in any corporate action,
including deliberations on such action, with respect to
such grant, contract, or incentive.

(3) A conflict party may not acquire a pecuniary
interest in a grant from or contract with the corporation
or a tax incentive from the Department during the time that
the conflict party (or the spouse or immediate family
member of the conflict party) serves as a director,
officer, or employee of the corporation and for one year
after termination of such service.

(4) The corporation shall not enter into any grant or
contract with any entity in which a conflict party is
entitled to receive more than 7.5%, or in which a conflict

party together with his or her spouse and immediate family
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members residing in his or her residence are entitled to
receive more than 15%, of the total distributable income of
the entity. For purposes of this paragraph (4),
"distributable income" means the income of a company after
payment of all expenses, including employee salary and
bonus, and retained earnings, which is distributed to those
entitled to receive a share of the income. In the case of a
for-profit corporation, "distributable" income means
dividends. When calculating entitlement to distributable
income the entitlement shall be determined at the end of
the company's most recent fiscal year.

(5) The board of directors shall determine appropriate

penalties for any violations of these provisions.

Section 5-33. Prohibition on political contributions. Any
business entity whose cumulative pending applications for
grants or tax incentives or previously approved grants or tax
incentives in the aggregate value more than $50,000, and any
affiliated entities or affiliated persons of such business
entity, are prohibited from making any contributions to any
political committees established to support the Governor or any

candidate for Governor.

Section 5-35. Fundraising. The corporation shall raise and
accept funds from private donors to support its economic

development efforts and other operations.
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Section 5-40. Repeal. This Act is repealed 3 years after

the effective date of this Act.

(20 ILCS 605/605-300 rep.)
Section 5-90. The Department of Commerce and Economic
Opportunity Law of the Civil Administrative Code of Illinois is

amended by repealing Section 605-300.

ARTICLE 10. HEALTH INSURANCE CLAIMS ASSESSMENT ACT

Section 10-1. Short title. This Act may be cited as the
Health Insurance Claims Assessment Act. References in this

Article to "this Act" mean this Article.

Section 10-5. Definitions. As used in this Act:
"Carrier" or "insurer" means:

(1) a company authorized to do business in this State
or accredited by this State to issue policies of health or
dental insurance, including but not limited to,
self-insured plans, group health plans (as defined in
Section 607 (1) of the Employee Retirement Income Security
Act of 1974), service Dbenefit plans, managed care
organizations, pharmacy benefit managers, or other parties
that are Dby statute, contract, or agreement legally

responsible for payment of a claim for a health care item
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or service;

(2) a group health plan sponsor, including, but not
limited to, one or more of the following:

(A) an employer 1if a group health plan is
established or maintained by a single employer;

(B) an employee organization if a plan 1is
established or maintained by an employee organization;
and

(C) the association, committee, Jjoint board of
trustees, or other similar group of representatives of
the parties that establish or maintain a plan if the
plan 1is established or maintained by 2 or more
employers or jointly by one or more employers and one
or more employee organizations.

"Claims-related expenses" means all of the following:

(1) cost containment expenses, including, but not
limited to, payments for utilization review, care or case
management, disease management, medication review
management, risk assessment, and similar administrative
services intended to reduce the claims paid for health and
medical services rendered to covered individuals Dby
attempting to ensure that needed services are delivered in
the most efficacious manner possible or by helping those
covered individuals maintain or improve their health;

(2) payments that are made to or by an organized group

of health and medical service providers in accordance with
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managed care risk arrangements or network access

agreements, which payments are unrelated to the provision

of services to specific covered individuals; and
(3) general administrative expenses.

"Department" means the Department of Revenue.

"Excess loss" or "stop-loss" means coverage issued by a
carrier that ©provides insurance protection against the
accumulation of total claims exceeding a stated level for a
group as a whole or protection against a high-dollar claim on
any one individual.

"Federal employee health Dbenefit program" means the
program of health benefits plans, as defined in 5 U.S.C. 8901,
available to federal employees under 5 U.S.C. 8901 to 8914.

"Group health plan" means an employee welfare benefit plan
as defined in Section 3(1) of Subtitle A of Title I of the
Fmployee Retirement Income Security Act of 1974, to the extent
that the plan provides medical care, including items and
services paid for as medical care to employees or their
dependents as defined under the terms of the plan directly or
through insurance, reimbursement, or otherwise.

"Group insurance coverage" means a form of voluntary health
and medical services insurance that covers members, with or
without their eligible dependents, and that is written under a
master policy.

"Health and medical services" means:

(1) services included in furnishing medical care,
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dental care, pharmaceutical benefits, or hospitalization,
including, but not limited to, services provided in a
hospital or other medical facility;

(2) ancillary services, including, but not limited to,
ambulatory services and emergency and nonemergency
transportation;

(3) services ©provided by a physician or other
practitioner, including, but not limited to, health
professionals, other than veterinarians, marriage and
family therapists, athletic trainers, massage therapists,
and licensed professional counselors; and

(4) Dbehavioral health services, including, Dbut not
limited to, mental health and substance abuse services.
"Paid claims" means actual payments, net of recoveries,

made to a health and medical services provider or reimbursed to
an individual by a carrier, third-party administrator, or
excess loss or stop-loss carrier. "Paid claims" include
payments, net of recoveries, made under a service contract for
administrative services only, for health and medical services
provided under group health plans, any claims for service in
this State by a pharmacy benefits manager, and individual,
nongroup, and group insurance coverage to residents of this
State in this State that affect the rights of an insured in
this State and bear a reasonable relation to this State,
regardless of whether the coverage is delivered, renewed, or

issued for delivery 1in this State. If a carrier or a
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third-party administrator is contractually entitled to
withhold a certain amount from payments due to providers of
health and medical services in order to help ensure that the
providers can fulfill any financial obligations they may have
under a managed care risk arrangement, the full amounts due the
providers before that amount is withheld shall be included in
"paid claims". The term "paid claims" includes claims or
payments made under any federally-approved waiver or
initiative to integrate Medicare and Medicaid funding for dual
eligibles under the federal Patient Protection and Affordable
Care Act or the federal Healthcare and Education Reconciliation
Act of 2010. The term "paid claims" does not include any of the
following:

(1) Claims-related expenses.

(2) Payments made to a qualifying provider under an
incentive compensation arrangement if the payments are not
reflected in the ©processing of claims submitted for
services rendered to specific covered individuals.

(3) Claims paid by carriers or third-party
administrators for specified accident, accident-only
coverage, credit, disability income, long-term care,
health-related claims under automobile insurance,
homeowners insurance, farm owners, commercial multi-peril,
and worker's compensation, or claims paid under coverage
issued as a supplement to liability insurance.

(4) Claims paid for services rendered to a nonresident
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of this State.

(5) The proportionate share of claims paid for services
rendered to a person covered under a health benefit plan
for federal employees.

(6) Claims paid for services rendered outside of this
State to a person who is a resident of this State.

(7) Claims paid under a federal employee health benefit
program, Medicare, Medicare Advantage, Medicare Part D,
Tricare, by the United States Veterans Administration, and
for high-risk pools established pursuant to the federal
Patient Protection and Affordable Care Act or the federal
Healthcare and Education Reconciliation Act of 2010.

(8) Reimbursements to individuals under a flexible
spending arrangement, as that term is defined in Section
106 (c) (2) of the Internal Revenue Code; a health savings
account, as that term is defined in Section 223 of the
Internal Revenue Code; an Archer medical savings account as
defined in Section 220 of the Internal Revenue Code; a
Medicare Advantage medical savings account, as that term is
defined in Section 138 of the Internal Revenue Code; or
other similar health reimbursement arrangement authorized
under federal law.

(9) Health and medical services costs paid by an
individual for cost-sharing requirements, including
deductibles, coinsurance, or copays.

"Third-party administrator™ means an entity that processes
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claims under a service contract and that may also provide one

or more other administrative services under a service contract.

Section 10-10. Assessment; levy; limitation; adjustment;
credit; notice; carrying forward unused credit; refund.

(a) For dates of service beginning on or after January 1,
2016, there is levied upon and there shall be collected from
every carrier and third-party administrator an assessment of 1%
on that carrier's or third-party administrator's paid claims.

(b) All of the following apply to a group health plan that
uses the services of a third-party administrator or excess loss
or stop-loss insurer:

(1) A group health plan sponsor is not responsible for
an assessment under this Section for a paid claim if the
assessment on that claim has been paid by a third-party
administrator or excess loss or stop-loss insurer.

(2) Except as otherwise provided in paragraph (4), the
third-party administrator is responsible for all
assessments on paid claims paid by the third-party
administrator.

(3) Except as otherwise provided in paragraph (4), the
excess loss or stop-loss insurer 1is responsible for all
assessments on paid claims paid by the excess loss or
stop-loss insurer.

(4) If there is both a third-party administrator and an

excess loss or stop-loss insurer servicing the group health
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plan, the third-party administrator is responsible for all
assessments for paid claims that are not reimbursed by the
excess loss or stop-loss insurer and the excess loss or
stop-loss insurer 1is responsible for all assessments for
paid claims that are reimbursable to the excess loss or
stop-loss insurer.

(c) The assessment under this Section shall not exceed
$10,000 per insured individual or covered life annually.

(d) To the extent an assessment paid under this Section for
paid claims for a group health plan or individual subscriber is
inaccurate due to subsequent claim adjustments or recoveries,
subsequent filings shall be adjusted to accurately reflect the

correct assessment based on actual claims paid.

Section 10-15. Carrier required to file rates;
methodology. A carrier or third-party administrator shall
develop and implement a methodology by which it will collect
the assessment levied wunder this Act from an individual,
employer, or group health plan, subject to all of the
following:

(1) Any methodology shall be applied uniformly within a
line of business.

(2) Except as provided in paragraph (4), health status
or claims experience of an individual or group shall not be
an element or factor of any methodology to collect the

assessment from that individual or group.
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(3) The amount collected from individuals and groups
with insured coverage shall be determined as a percentage
of premium.

(4) The amount collected from groups with uninsured or
self-funded coverage shall be determined as a percentage of
actual paid claims.

(5) The amount collected shall reflect only the
assessment levied under this Act, and shall not include any
additional amounts, such as related administrative
expenses.

(6) Each carrier shall notify the Department of the
methodology used for the collection of the assessment

levied under this Act.

Section 10-20. Returns.

(a) Every carrier and third-party administrator with paid
claims subject to the assessment under this Act shall file with
the Department on or before April 30, July 30, October 30, and
January 30 of each year a return for the preceding calendar
quarter, in a form prescribed by the Department, showing all
information that the Department considers necessary for the
proper administration of this Act. At the same time, each
carrier and third-party administrator shall pay to the
Department the amount of the assessment imposed under this Act
with respect to the paid claims included in the return. The

Department may require each carrier and third-party
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administrator to file with the Department an annual
reconciliation return.

(b) If a due date falls on a Saturday, Sunday, State
holiday, or legal banking holiday, the returns and assessments
are due on the next succeeding business day.

(c) The Department may require that payment of the
assessment be made by an electronic funds transfer method

approved by the Department.

Section 10-25. Records.

(a) Each carrier or third-party administrator liable for an
assessment under this Act shall keep accurate and complete
records and pertinent documents as required by the Department.
Records required by the Department shall be retained for a
period of 4 years after the assessment imposed under this Act
to which the records apply is due or as otherwise provided by
law.

(b) If the Department considers it necessary, the
Department may require a person, by notice served upon that
person, to make a return, render under oath certain statements,
or keep certain records the Department considers sufficient to
show whether that person is liable for the assessment under
this Act.

(c) If a carrier or third-party administrator fails to file
a return or keep proper records as required under this Section,

or 1f the Department has reason to believe that any records
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kept or returns filed are inaccurate or incomplete and that
additional assessments are due, the Department may assess the
amount of the assessment due from the carrier or third-party
administrator based on information that is available or that
may become available to the Department. An assessment under
this subsection (c) 1is considered prima facie correct under
this Act, and a carrier or third-party administrator has the

burden of proof for refuting the assessment.

Section 10-30. Distribution of receipts; Medicaid
services. All moneys received and collected under this Act
shall be deposited into the Healthcare Provider Relief Fund and
used solely for the purpose of funding Medicaid services
provided under the medical assistance programs administered by

the Department of Healthcare and Family Services.

ARTICLE 15. NEW MARKETS DEVELOPMENT PROGRAM; WATER'S EDGE;

STIPENDS

Section 15-5. The New Markets Development Program Act 1is

amended by adding Section 55 as follows:

(20 ILCS 663/55 new)

Sec. 55. Repealer. This Act is repealed on July 1, 2016.

Section 15-10. The Illinois Income Tax Act is amended by
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changing Sections 203, 304, 901, and 1501 and by adding Section

309 as follows:
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(35 ILCS 5/203) (from Ch. 120, par. 2-203)
Sec. 203. Base income defined.
(a) Individuals.

(1) In general. In the case of an individual, Dbase
income means an amount equal to the taxpayer's adjusted
gross income for the taxable year as modified by paragraph
(2) .

(2) Modifications. The adjusted gross income referred
to in paragraph (1) shall be modified by adding thereto the
sum of the following amounts:

(A) An amount equal to all amounts paid or accrued
to the taxpayer as interest or dividends during the
taxable year to the extent excluded from gross income
in the computation of adjusted gross income, except
stock dividends of qualified public utilities
described in Section 305(e) of the Internal Revenue
Code;

(B) An amount equal to the amount of tax imposed by
this Act to the extent deducted from gross income in
the computation of adjusted gross income for the
taxable year;

(C) An amount equal to the amount received during

the taxable vyear as a recovery or refund of real
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property taxes paid with respect to the taxpayer's
principal residence under the Revenue Act of 1939 and
for which a deduction was previously taken under
subparagraph (L) of this paragraph (2) prior to July 1,
1991, the retrospective application date of Article 4
of Public Act 87-17. In the case of multi-unit or
multi-use structures and farm dwellings, the taxes on
the taxpayer's principal residence shall Dbe that
portion of the total taxes for the entire property
which is attributable to such principal residence;

(D) An amount equal to the amount of the capital
gain deduction allowable under the Internal Revenue
Code, to the extent deducted from gross income in the
computation of adjusted gross income;

(D-5) An amount, to the extent not included in
adjusted gross income, equal to the amount of money
withdrawn by the taxpayer in the taxable year from a
medical care savings account and the interest earned on
the account in the taxable year of a withdrawal
pursuant to subsection (b) of Section 20 of the Medical
Care Savings Account Act or subsection (b) of Section
20 of the Medical Care Savings Account Act of 2000;

(D-10) For taxable years ending after December 31,
1997, an amount equal to any eligible remediation costs
that the individual deducted in computing adjusted

gross income and for which the individual claims a
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credit under subsection (1) of Section 201;

(D-15) For taxable years 2001 and thereafter, an
amount equal to the bonus depreciation deduction taken
on the taxpayer's federal income tax return for the
taxable year under subsection (k) of Section 168 of the

Internal Revenue Code; except that, for taxable vyears

beginning on or after January 1, 2016, for property

acquired by purchase, as defined in subsection (d) of

Section 179 of the Internal Revenue Code, by a small

business, the modification shall be in an amount equal

to the depreciation deduction taken on the taxpavyer's

federal income tax return for property that is

depreciable pursuant to Section 167 of the Internal

Revenue Code; for purposes of this paragraph (D-15),

"small business" means an individual sole proprietor,

corporation, trust, or partnership, including its

affiliates, that is independently owned and operated,

not dominant in its field, and has average gross annual

sales for the taxable vear and the 2 previous taxable

vears of less than $10,000,000;

(D-16) If the taxpayer sells, transfers, abandons,
or otherwise disposes of property for which the
taxpayer was required in any taxable year to make an
addition modification under subparagraph (D-15), then
an amount equal to the aggregate amount of the

deductions taken in all taxable years under
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subparagraph (Z) with respect to that property.

If the taxpayer continues to own property through
the 1last day of the 1last tax year for which the
taxpayer may claim a depreciation deduction for
federal income tax purposes and for which the taxpayer
was allowed in any taxable year to make a subtraction
modification under subparagraph (Z), then an amount
equal to that subtraction modification.

The taxpayer 1s required to make the addition
modification under this subparagraph only once with
respect to any one piece of property;

(D-17) An amount equal to the amount otherwise
allowed as a deduction in computing base income for
interest paid, accrued, or incurred, directly or
indirectly, (i) for taxable years ending on or after
December 31, 2004, to a foreign person who would be a
member of the same unitary business group but for the
fact that foreign person's business activity outside
the United States 1is 80% or more of the foreign
person's total business activity and (ii) for taxable
years ending on or after December 31, 2008, to a person
who would be a member of the same unitary business
group but for the fact that the person is prohibited
under Section 1501 (a) (27) from being included in the
unitary business group because he or she is ordinarily

required to apportion business income under different
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subsections of Section 304. The addition modification
required by this subparagraph shall be reduced to the
extent that dividends were included in base income of
the wunitary group for the same taxable vyear and
received by the taxpayer or by a member of the
taxpayer's unitary business group (including amounts
included in gross income under Sections 951 through 964
of the Internal Revenue Code and amounts included in
gross income under Section 78 of the Internal Revenue
Code) with respect to the stock of the same person to
whom the interest was paid, accrued, or incurred.
This paragraph shall not apply to the following:

(1) an item of interest paid, accrued, or
incurred, directly or indirectly, to a person who
is subject in a foreign country or state, other
than a state which requires mandatory wunitary
reporting, to a tax on or measured by net income
with respect to such interest; or

(ii) an item of interest paid, accrued, or
incurred, directly or indirectly, to a person if
the taxpayer can establish, based on a
preponderance of the evidence, both of the
following:

(a) the person, during the same taxable
year, paid, accrued, or incurred, the interest

to a person that is not a related member, and
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(b) the transaction giving rise to the
interest expense between the taxpayer and the
person did not have as a principal purpose the
avoidance of Illinois income tax, and is paid
pursuant to a contract or agreement that
reflects an arm's-length interest rate and
terms; or
(iii) the taxpayer can establish, based on

clear and convincing evidence, that the interest
paid, accrued, or incurred relates to a contract or
agreement entered into at arm's-length rates and
terms and the principal purpose for the payment is
not federal or Illinois tax avoidance; or

(iv) an item of interest paid, accrued, or
incurred, directly or indirectly, to a person if
the taxpayer establishes by clear and convincing
evidence that the adjustments are unreasonable; or
if the taxpayer and the Director agree in writing
to the application or use of an alternative method
of apportionment under Section 304 (f).

Nothing in this subsection shall preclude the
Director from making any other adjustment
otherwise allowed under Section 404 of this Act for
any tax year beginning after the effective date of
this amendment provided such adjustment is made

pursuant to regulation adopted by the Department
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and such regulations provide methods and standards

by which the Department will utilize its authority

under Section 404 of this Act;

(D-18) An amount equal to the amount of intangible
expenses and costs otherwise allowed as a deduction in
computing base income, and that were paid, accrued, or
incurred, directly or indirectly, (1) for taxable
years ending on or after December 31, 2004, to a
foreign person who would be a member of the same
unitary business group but for the fact that the
foreign person's business activity outside the United
States is 80% or more of that person's total business
activity and (ii) for taxable years ending on or after
December 31, 2008, to a person who would be a member of
the same unitary business group but for the fact that
the person 1s prohibited under Section 1501 (a) (27)
from being included in the unitary business group
because he or she is ordinarily required to apportion
business income under different subsections of Section
304. The addition modification required by this
subparagraph shall be reduced to the extent that
dividends were included in base income of the unitary
group for the same taxable year and received by the
taxpayer or by a member of the taxpayer's unitary
business group (including amounts included in gross

income under Sections 951 through 964 of the Internal
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Revenue Code and amounts included in gross income under
Section 78 of the Internal Revenue Code) with respect
to the stock of the same person to whom the intangible
expenses and costs were directly or indirectly paid,
incurred, or accrued. The preceding sentence does not
apply to the extent that the same dividends caused a
reduction to the addition modification required under
Section 203 (a) (2) (D-17) of this Act. As used 1in this
subparagraph, the term "intangible expenses and costs"
includes (1) expenses, losses, and costs for, or
related to, the direct or indirect acquisition, use,
maintenance or management, ownership, sale, exchange,
or any other disposition of intangible property; (2)
losses incurred, directly or indirectly, from
factoring transactions or discounting transactions;
(3) royalty, patent, technical, and copyright fees;
(4) licensing fees; and (5) other similar expenses and
costs. For purposes of this subparagraph, "intangible
property" includes patents, patent applications, trade
names, trademarks, service marks, copyrights, mask
works, trade secrets, and similar types of intangible
assets.
This paragraph shall not apply to the following:
(i) any item of intangible expenses or costs
paid, accrued, or incurred, directly or

indirectly, from a transaction with a person who is
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subject in a foreign country or state, other than a
state which requires mandatory unitary reporting,
to a tax on or measured by net income with respect
to such item; or

(ii) any item of intangible expense or cost
paid, accrued, or incurred, directly or
indirectly, 1if the taxpayer can establish, based
on a preponderance of the evidence, both of the
following:

(a) the person during the same taxable
year paid, accrued, or incurred, the
intangible expense or cost to a person that is
not a related member, and

(b) the transaction giving rise to the
intangible expense or cost between the
taxpayer and the person did not have as a
principal purpose the avoidance of Illinois
income tax, and is paid pursuant to a contract
or agreement that reflects arm's-length terms;
or
(iii) any item of intangible expense or cost

paid, accrued, or incurred, directly or
indirectly, from a transaction with a person if the
taxpayer establishes by clear and convincing
evidence, that the adjustments are unreasonable;

or 1f the taxpayer and the Director agree in
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writing to the application or use of an alternative
method of apportionment under Section 304 (f);
Nothing in this subsection shall preclude the

Director from making any other adjustment
otherwise allowed under Section 404 of this Act for
any tax year beginning after the effective date of
this amendment provided such adjustment is made
pursuant to regulation adopted by the Department
and such regulations provide methods and standards
by which the Department will utilize its authority
under Section 404 of this Act;

(D-19) For taxable vyears ending on or after
December 31, 2008, an amount equal to the amount of
insurance premium expenses and costs otherwise allowed
as a deduction in computing base income, and that were
paid, accrued, or incurred, directly or indirectly, to
a person who would be a member of the same unitary
business group but for the fact that the person is
prohibited under Section 1501 (a) (27) from Dbeing
included in the unitary business group because he or
she 1s ordinarily required to apportion business
income under different subsections of Section 304. The
addition modification required by this subparagraph
shall be reduced to the extent that dividends were
included in base income of the unitary group for the

same taxable year and received by the taxpayer or by a
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member of the taxpayer's unitary business group
(including amounts included in gross income under
Sections 951 through 964 of the Internal Revenue Code
and amounts included in gross income under Section 78
of the Internal Revenue Code) with respect to the stock
of the same person to whom the premiums and costs were
directly or indirectly paid, incurred, or accrued. The
preceding sentence does not apply to the extent that
the same dividends caused a reduction to the addition
modification required under Section 203 (a) (2) (D-17) or
Section 203 (a) (2) (D-18) of this Act.

(D-20) For taxable vyears beginning on or after
January 1, 2002 and ending on or before December 31,
2006, 1in the case of a distribution from a qualified
tuition program under Section 529 of the 1Internal
Revenue Code, other than (i) a distribution from a
College Savings Pool created under Section 16.5 of the
State Treasurer Act or (ii) a distribution from the
Illinois Prepaid Tuition Trust Fund, an amount equal to
the amount excluded from gross income under Section
529 (c) (3) (B). For taxable years beginning on or after
January 1, 2007, in the case of a distribution from a
qualified tuition program under Section 529 of the
Internal Revenue Code, other than (i) a distribution
from a College Savings Pool created under Section 16.5

of the State Treasurer Act, (ii) a distribution from
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the Illinois Prepaid Tuition Trust Fund, or (iii) a
distribution from a gqualified tuition program under
Section 529 of the Internal Revenue Code that (I)
adopts and determines that its offering materials
comply with the College Savings Plans Network's
disclosure principles and (II) has made reasonable
efforts to inform in-state residents of the existence
of in-state qualified tuition programs by informing
Illinois residents directly and, where applicable, to
inform financial intermediaries distributing the
program to inform in-state residents of the existence
of 1in-state qualified tuition programs at least
annually, an amount equal to the amount excluded from
gross income under Section 529 (c) (3) (B).

For the purposes of this subparagraph (D-20), a
qualified tuition program has made reasonable efforts
if it makes disclosures (which may wuse the term
"in-state program" or "in-state plan" and need not
specifically refer to Illinois or its qualified
programs by name) (1) directly to ©prospective
participants 1in 1its offering materials or makes a
public disclosure, such as a website posting; and (ii)
where applicable, to intermediaries selling the
out-of-state program in the same manner that the
out-of-state program distributes its offering

materials;
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(D-21) For taxable vyears beginning on or after
January 1, 2007, in the case of transfer of moneys from
a qualified tuition program under Section 529 of the
Internal Revenue Code that is administered by the State
to an out-of-state program, an amount equal to the
amount of moneys previously deducted from base income
under subsection (a) (2) (Y) of this Section;

(D-22) For taxable years beginning on or after
January 1, 2009, in the <case of a nonqualified
withdrawal or refund of moneys from a qualified tuition
program under Section 529 of the Internal Revenue Code
administered by the State that 1is not wused for
qualified expenses at an eligible education
institution, an amount equal to the contribution
component of the nonqualified withdrawal or refund
that was previously deducted from base income under
subsection (a) (2) (y) of this Section, provided that
the withdrawal or refund did not result from the
beneficiary's death or disability;

(D-23) An amount equal to the credit allowable to
the taxpayer under Section 218(a) of this Act,
determined without regard to Section 218 (c) of this
Act;

(D-24) For taxable vyears ending on or after

December 31, 2015, an amount equal to the deduction

allowed under Section 199 of the Internal Revenue Code
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for the taxable vear;

and by deducting from the total so obtained the sum of the

following amounts:

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

(E) For taxable years ending before December 31,
2001, any amount included in such total in respect of
any compensation (including but not limited to any
compensation paid or accrued to a serviceman while a
prisoner of war or missing in action) paid to a
resident by reason of being on active duty in the Armed
Forces of the United States and in respect of any
compensation paid or accrued to a resident who as a
governmental employee was a prisoner of war or missing
in action, and in respect of any compensation paid to a
resident in 1971 or thereafter for annual training
performed pursuant to Sections 502 and 503, Title 32,
United States Code as a member of the Illinois National
Guard or, beginning with taxable years ending on or
after December 31, 2007, the National Guard of any
other state. For taxable vyears ending on or after
December 31, 2001, any amount included in such total in
respect of any compensation (including but not limited
to any compensation paid or accrued to a serviceman
while a prisoner of war or missing in action) paid to a
resident by reason of being a member of any component
of the Armed Forces of the United States and in respect

of any compensation paid or accrued to a resident who
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as a governmental employee was a prisoner of war or
missing in action, and in respect of any compensation
paid to a resident in 2001 or thereafter by reason of
being a member of the Illinois National Guard or,
beginning with taxable vyears ending on or after
December 31, 2007, the National Guard of any other
state. The provisions of this subparagraph (E) are
exempt from the provisions of Section 250;

(F) An amount equal to all amounts included in such
total pursuant to the provisions of Sections 402 (a),
402 (c), 403(a), 403(b), 406(a), 407(a), and 408 of the
Internal Revenue Code, or included in such total as
distributions under the provisions of any retirement
or disability plan for employees of any governmental
agency or unit, or retirement payments to retired
partners, which payments are excluded in computing net
earnings from self employment by Section 1402 of the
Internal Revenue Code and regulations adopted pursuant
thereto;

(G) The valuation limitation amount;

(H) An amount equal to the amount of any tax
imposed by this Act which was refunded to the taxpayer
and included in such total for the taxable year;

(I) An amount equal to all amounts included in such
total pursuant to the provisions of Section 111 of the

Internal Revenue Code as a recovery of items previously
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deducted from adjusted gross income in the computation
of taxable income;

(J) An amount equal to those dividends included in
such total which were paid by a corporation which
conducts business operations in a River Edge
Redevelopment Zone or zones created under the River
Edge Redevelopment Zone Act, and conducts
substantially all of its operations in a River Edge
Redevelopment Zone or zones. This subparagraph (J) 1is
exempt from the provisions of Section 250;

(K) An amount equal to those dividends included in
such total that were paid by a corporation that
conducts business operations in a federally designated
Foreign Trade Zone or Sub-Zone and that is designated a
High Impact Business located in 1Illinois; provided
that dividends eligible for the deduction provided in
subparagraph (J) of paragraph (2) of this subsection
shall not be eligible for the deduction provided under
this subparagraph (K);

(L) For taxable years ending after December 31,
1983, an amount equal to all social security benefits
and railroad retirement benefits included in such
total pursuant to Sections 72 (r) and 86 of the Internal
Revenue Code;

(M) With the exception of any amounts subtracted

under subparagraph (N), an amount equal to the sum of
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all amounts disallowed as deductions by (i) Sections
171 (a) (2), and 265(2) of the Internal Revenue Code,
and all amounts of expenses allocable to interest and
disallowed as deductions by Section 265(1) of the
Internal Revenue Code; and (ii) for taxable years
ending on or after August 13, 1999, Sections 171 (a) (2),
265, 280C, and 832 (b) (5) (B) (1) of the Internal Revenue
Code, plus, for taxable years ending on or after
December 31, 2011, Section 45G(e) (3) of the Internal
Revenue Code and, for taxable years ending on or after
December 31, 2008, any amount included in gross income
under Section 87 of the Internal Revenue Code; the
provisions of this subparagraph are exempt from the
provisions of Section 250;

(N) An amount equal to all amounts included in such
total which are exempt from taxation by this State
either by reason of its statutes or Constitution or by
reason of the Constitution, treaties or statutes of the
United States; provided that, 1in the case of any
statute of this State that exempts income derived from
bonds or other obligations from the tax imposed under
this Act, the amount exempted shall be the interest net
of bond premium amortization;

(O) An amount equal to any contribution made to a
job training project established pursuant to the Tax

Increment Allocation Redevelopment Act;
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(P) An amount equal to the amount of the deduction
used to compute the federal income tax credit for
restoration of substantial amounts held under claim of
right for the taxable year pursuant to Section 1341 of
the Internal Revenue Code or of any itemized deduction
taken from adjusted gross income in the computation of
taxable income for restoration of substantial amounts
held under claim of right for the taxable year;

(Q) An amount equal to any amounts included in such
total, received by the taxpayer as an acceleration in
the payment of life, endowment or annuity benefits in
advance of the time they would otherwise be payable as
an indemnity for a terminal illness;

(R) An amount equal to the amount of any federal or
State bonus paid to veterans of the Persian Gulf War;

(S) An amount, to the extent included in adjusted
gross income, equal to the amount of a contribution
made in the taxable year on behalf of the taxpayer to a
medical care savings account established under the
Medical Care Savings Account Act or the Medical Care
Savings Account Act of 2000 to the extent the
contribution is accepted by the account administrator
as provided in that Act;

(T) An amount, to the extent included in adjusted
gross income, equal to the amount of interest earned in

the taxable year on a medical care savings account
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established under the Medical Care Savings Account Act
or the Medical Care Savings Account Act of 2000 on
behalf of the taxpayer, other than interest added
pursuant to item (D-5) of this paragraph (2);

(U) For one taxable year beginning on or after
January 1, 1994, an amount equal to the total amount of
tax imposed and paid under subsections (a) and (b) of
Section 201 of this Act on grant amounts received by
the taxpayer under the Nursing Home Grant Assistance
Act during the taxpayer's taxable years 1992 and 1993;

(V) Beginning with tax years ending on or after
December 31, 1995 and ending with tax years ending on
or before December 31, 2004, an amount equal to the
amount paid by a taxpayer who 1is a self-employed
taxpayer, a partner of a partnership, or a shareholder
in a Subchapter S corporation for health insurance or
long-term care insurance for that taxpayer or that
taxpayer's spouse or dependents, to the extent that the
amount paid for that health insurance or long-term care
insurance may be deducted under Section 213 of the
Internal Revenue Code, has not been deducted on the
federal income tax return of the taxpayer, and does not
exceed the taxable 1income attributable to that
taxpayer's income, self-employment income, or
Subchapter S corporation income; except that no

deduction shall be allowed under this item (V) 1if the
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taxpayer 1s eligible to participate in any health
insurance or long-term care insurance plan of an
employer of the taxpayer or the taxpayer's spouse. The
amount of the health insurance and long-term care
insurance subtracted under this item (V) shall be
determined by multiplying total health insurance and
long-term care insurance premiums paid by the taxpayer
times a number that represents the fractional
percentage of eligible medical expenses under Section
213 of the Internal Revenue Code of 1986 not actually
deducted on the taxpayer's federal income tax return;

(W) For taxable years beginning on or after January
1, 1998, all amounts included in the taxpayer's federal
gross income in the taxable year from amounts converted
from a regular IRA to a Roth IRA. This paragraph is
exempt from the provisions of Section 250;

(X) For taxable year 1999 and thereafter, an amount
equal to the amount of any (i) distributions, to the
extent includible in gross income for federal income
tax purposes, made to the taxpayer because of his or
her status as a victim of persecution for racial or
religious reasons by Nazi Germany or any other Axis
regime or as an heir of the wvictim and (ii) items of
income, to the extent includible in gross income for
federal income tax purposes, attributable to, derived

from or in any way related to assets stolen from,
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hidden from, or otherwise 1lost to a victim of
persecution for racial or religious reasons by Nazi
Germany or any other Axis regime immediately prior to,
during, and immediately after World War II, including,
but not limited to, interest on the proceeds receivable
as 1insurance under policies issued to a victim of
persecution for racial or religious reasons by Nazi
Germany or any other Axis regime by European insurance
companies immediately prior to and during World War II;
provided, however, this subtraction from federal
adjusted gross income does not apply to assets acquired
with such assets or with the procee